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Proposed  System  of  Wage 
Adjustments 

No  problems  confront  us  oftener  than  those  arising 
from  the  relation  of  employer  and  employee.  Li  fact, 
this  relaticmship  is  probaMy  the  most  important  one 
that  engages  the  attention  of  the  business  and  indus- 
trial world  and  transc^ds  in  importance  the  problems 
now  being  solved  on  the  battlefields  of  Europe,  al- 
though perhaps  inextricably  mingled  with  those 
problems. 

We  as  citizens  of  the  United  States,  whether  we 
belong  to  the  ranks  of  labor  or  the  employers  of  labor 
have  been  derelict  in  our  duty,  because  we  have  negli- 
gently or  deliberately  refused  to  look  intelligently  into 
this  problem,  to  seek  out  the  facts  of  human  nature 
involved,  and  to  be  guided  by  what  could  have  been 
found.  The  prejudices  and  traditicms  of  the  past  still 
linger  to  make  the  employer  look  upon  labor  not  in  the 
spirit  of  co-operation,  but  in  the  spirit  of  the  master 
toward  the  servant.  On  the  ol^er  hand,  centuries  of 
tradition  and  prejudice  have  made  the  laboring  man, 
the  mechanic,  look  upon  his  employer  as  a  man  to  be 
feared  and  hated.  He  has  had  perhaps  a  just  cause 
for  his  servile  attitude.  But  in  these  modem  days  of 
democracy  and  unions,  he  has  felt  his  strength  and 
has  endeavored  to  obtain  by  force  what  he  thought  he 
wanted  and  could  get,  because  he  knew  no  other  way. 
There  have  been  many  exceptions  of  course  to  the 
general  rule,  and  many  employers  for  generations  have 
had  the  best  of  relations  with  their  employees.  But 
neither  employer  nor  employee  has  been  fully  conscious 
of  his  respective  obligations  and  in  time  the  <dd  pi«rit>- 
lems  c(Hifront  them. 

Not  much  conscious  effort  has  been  escpended  on  the 
solution  of  th^  problems  for  the  purpose  of  realizing 
predetermined  results.  Only  by  striving  for  the  im- 
possible may  we  attain  the  possible. 

It  may  be  stated  without  fear  of  contradiction  that 
these  problems  taken  in  the  mass  have  drifted  toward 
temporary  or  opportunist  solution  rather  than  yielded 


to  the  power  of  reason  and  logic.  Most  labor  disputes 
in  the  past  have  been  tinged  with  anger  on  one  side 
or  the  other  and  generally  on  both  sides ;  or  they  have 
been  regarded  as  sporting  events  in  which  the  contest- 
ants have  played  for  the  stakes  for  sheer  love  of  the 
game.  A  labor  dispute  hardly  rises  to  the  dignity  of 
the  term  unless  accompanied  by  a  strike  or  a  lockout; 
in  either  of  these  cases  both  sides  lose,  a  circumstance 
readily  producing  anger,  and  therefore  usual^  an  un- 
just settiem^ty  or  divesting  game  <tf  its  sporting 
diaraeter. 

In  discussing  "war  and  human  progress,"  Viscount 
Bryce  points  out  the  distinction  between  two  schools 
of  philosophical  thinkers  or  historians.  One  of  these 
schools  emphasizes  "the  power  of  reason  and  of  those 
higher  and  gentler  altruistic  emotions  which  the  de- 
velopment of  reason  as  the  guide  of  life  tends  to  evoke 
and  foster/*  and  finds  in  these  tendencies  "the  chief 
sources  of  human  progress  in  the  past  and  expects  from 
them  its  further  progress  in  the  future."  This  school 
regards  men  "as  capable  of  a  continual  advance 
through  the  increasing  influence  of  reason  and  sym- 
pathy" and  dwells  upon  "the  idea  of  justice  and  right 
as  the  chief  factors  in  the  ameliwatioii  of  sodety." 

The  other  school,  less  optimistic,  insists  "on  the 
power  of  selfishness  and  of  passion,  holding  these  to  be 
elements  in  human  action  which  can  never  be  greatly 
refined  or  restrained,  either  by  reason  or  by  sympa- 
thy," that  "social  order  can  be  secured  only  by  force — 
right  itself  can  only  be  created  by  force,"  and  that  "it 
is  past  force  that  has  made  what  men  call  right  and  law 
and  government." 

The  tendency  of  this  second  school  is  "associated 
with  the  less  rational  element  in  man — ^witih  passion 
and  the  s^-regarding  impulses  which  naturally  attain 
their  ends  by  physical  violence/' 

The  conflict  between  these  two  philosophies  which 
Bryce  finds  is  the  fundamental  provocative  of  the  great 
world  war,  thoughtful  persons  find  also  is  the  funda^ 
mental  provocative  of  indusl^dal  conflict. 

Boiled  down,  these  two  sdiools  of  tiiought  can  be 
described  as  the  forward  hxAing  and  the  reactionary 
sdiools;  the  former  builds  on  faith  and  the  latter  con- 
structs his  edifice  out  of  the  old  materials  of  the  past. 
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Everyone  knows  employers  who  can  see  nothing 
good  in  unions  and  whose  pessimism  in  regard  to  their 
relations  with  labor  is  not  only  depressing  to  them- 
selves but  to  all  those  who  come  within  the  sound  of 
their  voices.  Everyone  also  Imows  tiiB  swaggering, 
bullying  labor  delegate  whose  only  weapcm  is  a  strike 
or  threat  of  strike,  not  to  sp&ak  of  anything  having 
a  long  green  background. 

The  modern  steel  frame  building  is  a  product  of 
Vision  and  faith;  the  four-story  composite  of  wood  and 
brick  is  an  heritage  of  the  past.  Democracy  is  the 
product  of  vision  and  faith,  monarchy  is  an  heritage  of 
the  past.  The  Conference  Club  is  the  product  of  vision 
and  faith;  senseless,  blind  and  vicious  competition  is 
our  heritage  of  the  past. 

President  Wilson,  when  speaking  to  the  convention 
of  the  American  Federation  of  liabor  at  Buffalo  last 
November,  said: 

"Now,  to  'stand  together'  means  that  nobody  must 
interrupt  the  processes  of  our  energy,  if  the  interrup- 
tion can  possibly  be  avoided  without  the  absolute  inva- 
sion of  freedom.  To  put  it  concretely,  that  means  this : 
Nobody  has  a  right  to  st<^  the  processes  of  labor  until 
all  the  metiiods  of  conciliation  and  settlement  have 
been  exhausted,  and  I  might  as  well  say  right  here 
that  I  am  not  talking  to  you  alone.  You  sometimes  stop 
the  courses  of  labor,  but  there  are  others  who  do  the 
same.  And  I  believe  that  I  am  speaking  of  my  own 
experience  not  only,  but  of  the  experience  of  others, 
when  I  say  that  you  are  reasonable  in  a  larger  number 
of  cases  than  the  capitalists. 

"I  am  not  saying  these  things  to  them  personally 
yet,  because  I  haven't  had  a  chance.  But  they  have  to 
be  said,  not  in  any  spirit  of  criticism,  because  I  would 
like  to  see  all  the  critics  exported;  but  in  order  to  dear 
the  atmosphere  and  come  down  to  bui^ess,  everybody 
on  both  sides:  has  got  to  transact  buc^iess  and  the'  set- 
tlement is  never  impossible  when  both  sides  want  to  do 
■  tile  square  and  right  things.  Moreover,  a  settlement 
is  always  hard  to  avoid  when  the  parties  can  be  brought 
face  to  face.  I  can  differ  with  a  man  much  more  rad- 
ically when  he  isn't  in  the  room  than  I  can  when  he  is 
in  the  room,  because  then  the  awkward  thing  is  that 
he  can  come  back  at  me  and  answer  what  I  say.  It  is 
always  dangerous.   We  must  insist  in  every  instance 


that  the  parties  come  into  each  other's  presence  and 
there  discuss  the  issues  between  them,  and  not  sepa- 
rately in  places  which  have  no  communication  with 
each  other/*  ' 


After  incalculable  losses,  to  both  employer  and  em- 
ployee through  many  years,  by  reason  of  strikes  and 
lockouts,  it  would  seem  that  the  time  had  arrived  for 
tiiese  two  parties  to  apply  to  their  differences  some  de- 
gree of  intelligence,  ccHnmon  s^se  and  sympathy.  The 
onion  mechanic  cannot  get  along  without  his  emiioy&t, 
nor  can  his  emidoyer  get  along  witiiout  his  mechanics. 
This  being  so,  why  is  it  not  the  part  of  <x>nmiiMi  sense 
to  frankly  admit  it  and  work  peaceaUy  in  team  har* 
ness.  Let  both  the  employer  and  employee  make  a 
virtue  out  of  necessity.  Let  the  employer  study  sym- 
•  pathetically  the  needs  and  requirements  of  his  men  and 
likewise  let  union  leaders  see  to  it  that  their  men  work 
faithfully  and  sympathetically  for  their  employers. 

In  the  January,  1917,  number  of  the  Annals  of  the 
American  Academy  of  Political  Science,  Leo  Wolman 
discusses  the  growth  of  unionism  in  the  United  States 
and  divides  trades'  union  labor  into  three  classes  ac- 
cording to  the  extent  to  which  the  trades  have  union- 
ized th^  ranks.  If  the  electrical  trades  are  classified 
nnd^  tile  general  heading  of  building  trades,  then  they 
are  but  16  per  cent,  unionized ;  if  under  the  heading  of 
electric  light  and  power,  then  but  14  par  cent,  union- 
ized. If  the  L  B.  E.  W.  would  consult  its  own  best  in- 
terests in  an  intelligent  effort  at  co-operating  witli  their 
employers,  they  would  make  a  more  determined  effort 
to  unionize  more  thMi  16  per  cent,  of  their  craft.  This 
should  have  been  done  in  normal  times  but  now  the 
necessity  is  even  more  apparent.  The  method  of  re- 
cruiting lies  obviously  in  treating  the  apprentice  ques- 
tion more  liberally  by  making  the  inducements  more 
attractive  for  apprentices  passing  to  the  grade  of 
helper;  and  then  passing  the  helpers  along  with  fewer 
obstacles  to  the  grade  of  journeyman. 

One  of  the  principal  indications  of  an  impending 
shift  in  the  front  of  the  labor  movement  in  this  country 
is  found  in  the  fact  that  many  of  labor's  foremost 
spokesmen  admit  that  in  increased  production  lies  one 
of  the  most  hopeful  rontiM  to  a  higher  social  and  eoo- 
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nomic  status  for  those  who  work  with  their  hands.  In 
several  recent  reports — largely  influenced  by  the 
American  Federation  of  Labor — where  this  question 
of  the  effect  of  increased  production  was  distinctly 
raised,  labor's  representatives  refused  to  oppose  in- 
creased production  as  such.  This  is  a  far  step  from 
the  ''soldiering"  recently  openly  advocated  and  prac- 
ticed. 

It  may  be  argued  that  Trade  Union  activity  in  the 
direction  of  curtailing  output,  resfxictions  m  appren- 
ticeship and  its  successful  demands  for  shorter  hours 
has  made  a  real  conlributiaa  toward  increased  cost  of 
living.  This  argument  is  generally  believed  by  certain 
classes  of  employers.  Let  us  examine  the  available 
data  on  this  subject.  The  Federal  Bulletin  on  whole- 
sale prices  in  1913  cites  12  important  food,  fuel,  and 
shelter  articles,  which  on  the  average  showed  a  price 
range  for  the  year  1913  over  sixty  per  cent,  higher 
than  their  price  range  for  the  period  from  1890-1899. 
The  whole  252  articles  listed  in  the  Bureau's  Bulletin 
showed  a  price  rise  for  the  same  period  of  only  35  per 
cent.  Eleven  of  the  twelve  articles  above  mentioned 
were  produced  by  farmers,  ranchers,  timber  men  and 
oil  workers.  These  groups  of  workers  are  not  organ- 
ized into  unions  and  yet  the  commodities  they  produced 
show  a  price  rise  70  per  cent,  greater  than  ihat  of  aver- 
age goods.  Apparently  organized  labor  exactions  do 
not  account  for  this  great  rise  in  eleven  s1^1e». 

The  General  Federal  Report  on  wages  published  in 
1908,  covered  wages  for  1907  and  preceding  years. 
This  report  covered  350,758  workmen,  including  highly 
organized  groups,  such  as  the  building  trades  (45,537), 
the  marble  and  stone  cutters  (5,316),  the  printers 
(14,461),  and  the  f oundrymen  and* machinists  (27,612). 
It  included  also  28,179  municipal  workmen.  This  re- 
port showed  that  the  average  full  time  weekly  wages 
of  these  350,758  workmen  were,  in  1907,  22.4  per  cent, 
higher  than  the  wages  for  similar  work  had  been  on 
the  average  for  the  period  1890-1899.  The  report  also 
showed  that  the  average  working  hours  per  week  had 
decreased  5  per  cmt.  between  tiie  average  for  1890- 
1899  and  1907.  Allowing  for  this  decrease  in  we^ly 
hours  it  appears  that  the  average  hourty  wage  increase 
was  28.8  per  cent.  But  the  staples  above  cited  had  dur- 
ing the  same  period  increased  over  50  per  cent,  in  price 
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above  their  prices  in  the  nineties.  If  the  activity  of 
organized  labor  were  the  sole  cause  of  the  average  rise 
in  wage  of  22.4  per  cent,  weekly  for  this  great  repre- 
sentative body  of  workmen,  it  would  be  difficult  to  see 
any  causal  connection  between  a  22.4  per  cent,  rise  in 
wages  and  a  50  per  cent,  rise  in  prices ;  especially  when 
we  take  into  consideration  that  labor  constitutes  but 
18.6  per  cent,  of  the  total  reported  expense  of  produc- 
tion, and  that  an  average  rise  in  wages  since  the  nine- 
ties of  even  40  per  cent,  would  mean  an  increase  of  less 
l^an  8  per  cent,  in  production  expense. 

The  great  trouble  seems  to  lie  in  the  fact  that  collect- 
ive bargaining  is  conceived  in  terms  of  unionism, 
closed  shop,  and  walking  delegates  and  there  does  not 
seem  to  be  a  comprehension  of  the  fact  that  a  compro- 
mise exists  which  will  safeguard  the  rights  of  the  em- 
ployer and  worker  without  injustice  to  either. 

Speaking  of  the  Chicago  Clothing  Strike  in  1915,  Mr. 
Schaffner  said; 

''Industrial  peace  will  never  come  so  long  as  em- 
ployer or  employee  believes  he  is  bieing  deprived  of 
rights  honestly  belcmging  to  him.  Arbitration  and  con- 
ciliation should  be  applied'  to  all  departments  of  busi- 
ness wherever  there  is  a  <K>nflict  of  interests.  It  in- 
sures exhaustive  discussion  of  ev^  matter  of  import- 
ance, gives  everybody  a  chance  to  express  his  opinion, 
brings  to  light  valuable  suggestions,  and  makes  possi- 
ble a  higher  degree  of  co-operation  and  team  work." 

Union  leaders  have  expended  their  energies  in  the 
past,  ostensibly  at  least,  to  gain  higher  wages  and  bet- 
ter working  conditions.  Employers  have  with  the 
greatest  reluctance  yielded  in  these  two  sets  of  de- 
mands when  their  intelligence  should  have  dictated  an 
early  and  ^vUling  acquiescence.  This  statement  does  not 
imply  a  servile  acceptance  on  tiie  part  of  the  employer 
of  any  demand ;  but  rather  conveys  the  idea  that  if  the 
employer  had  esurlier  recognized  the  right  of  employees 
to  unionize;  had  earlier  perceived  that  the  time  had 
come  or  was  at  hand  when  public  opinion  would  sup- 
port the  union  demand  for  a  larg^  and  fairer  share 
in  the  fruits  of  its  labor,  then  union  labor  would  have 
naturally  cultivated  a  more  sympathetic  attitude 
toward  employers,  and  the  dishonest  labor  leaders 
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would  have  been  robbed  of  their  opportunities  for 
grafting,  opportunities  provided  many  times  by  those 
very  employers  who  have  cried  out  most  loudly  against 
the  practice. 


We  talk  of  open  shop  and  closed  shop  as  though  we 
were  entitled  to  choose  under  which  emblem  we  desire 
to  conduct  our  operations.  In  a  limited  sense  we  have 
this  right,  but  it  is  well  to  bear  in  mind  that  the  right 
of  employees  to  strike  for  any  cause  or  for  no  cause  is 
sustained  by  the  common  law  everywhere  in  the  United 
States,  and  that  agreements  among  strikers  to  take 
peaceable  means  to  induce  others  to  remain  away  from 
the  works  of  an  employer  until  he  jdelds  to  the  de- 
mands of  the  strikers  are  not  held  to  be  conspiracies 
under  the  common  law,  and  the  carrying  out  of  such 
a  purpose  by  peaceable  persuasion  and  without  vio- 
ImcBf  intimidation  or  threats  is  not  unlawful.  Many 
(tf  the  labor  disputes  which  have  reached  the  courts 
have  been  decided  according  to  the  common  law;  but 
twenty-three  states  and  the  Federal  Government  have 
laws  or  constitutional  provisions  for  Arbitraticm  and 
Conciliation,  although  the  Federal  Statute  applies  only 
to  common  carriers  engaged  in  interstate  commerce. 
Reference  to  these  legal  phases  of  the  subject  is  made 
only  to  direct  attention  to  the  very  considerable  efforts 
which  have  been  made  toward  settling  disputes  without 
recourse  to  the  courts. 

Much,  of  the  trouble  with  labor  has  arisen  from  that 
ever-recurring  attempt  to  adjust  the  wage  question. 
It  is  within  the  limits  of  truth  to  say  that  this  ques- 
tion is  rarely  if  ever  settled  equitably.  It  is  settled 
usual^  only  after  a  strike  and  protracted  negotiations 
and  then  without  any  particular  reference  to  the  equi- 
ties of  the  case.  The  side  on  which  the  ablest  or  most 
stubborn  negotiators  sit  wins  out.  Such  settlements 
are  innocent  of  scientific  considerations  of  adjustment 
and  the  hidden  designs  of  the  negotiators  cannot  stand 
the  test  of  daylight. 

It  can  well  be  admitted  that  labor  is  constantly  de- 
manding higher  wages;  the  employer  as  constantly 
resists;  me  or  the  other  must  give  way  or  a  deadlock 
aisues  and  bitfa^ess,  perhaps  violence,  results,  with 
loss  to  all  concerned.  A  just  and  scientific  considera- 
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tion  of  the  facts  should  point  the  way  to  any  read- 
justment of  wages.  Is  it  not  worth  while  and  certainly 
expedient  to  inquire,  when  wage  readjustment  is  de- 
manded, whether  or  not  the  facts  support  such  a 
readjustment? 

Wage  earners  must  receive  something  more  than 
the  cost  of  their  support,  because  if  this  were  not  so, 
it  would  be  impossible  for  th^  to  bring  up  families 
and  the  race  of  such  workmen  would  not  outiast  a 
generation.  It  would  appear  then  that  the  employer 
from  purdy  selfish  motives  must  take  cognizance  of 
the  relation  between  cost  of  living  and  rate  of  wages. 
As  the  cost  of  living  rises,  the  rate  of  wages  must 
advance  with  equal  increments,  in  order  to  maintain 
the  relative  i>osition  in  the  economic  world  of  the  wage 
earner.  No  one  will  deny  the  correctness  of  this 
theory — it  remains  then  to  find  a  practical  method  of 
its  application. 

For  many  years  the  practice  has  been  common  of 
tracing  general  commodity  price  tendencies  and  reduc- 
ing them  to  a  common  number  called  an  index  number. 
This  index  number  is  indicative  of  general  tendencies 
and  takes  due  account  of  both  the  simultaneous  rise 
and  fall  of  different  commodity  prices  and  their  proper 
weighting.  There  are  several  institutions  producing 
these  index  numbers  monthly,  and  they  are  in  general 
agreement,  although  developed  in  different  ways.  Such 
index  numbers  are  calculated  by  the  London  Econo- 
mist, London  Statist,  Bradstreet's,  the  U.  S.  Depart- 
ment of  Labor,  Gibson's  and  others.  For  a  great  many 
years  the  Dun  index  numbers  had  the  ai^roval  of  the 
business  world.  These  numbers  were  based  on  an 
approximately  scientific  conception  of  the  importuit 
factors  of  tibe  cost  of  living.  A  constant  weighting 
of  the  conmiodity  groups  was  maintained,  irrespective 
of  the  number  of  commodities  in  the  group.  The  Gib- 
son index*  was  designed  to  continue  the  Dun  series, 

♦The  Dnn  System  of  computing  index  numbers  made  use  of  constant  ratios  for 

{frimary  groups.  Thus,  foods  were  weighted  50  per  cent. ,  clotliing  18  per  cent. ,  minerals 
6  p©r  cent.,  and  other  ooraraodities  16  per  c*'nt.  This  weighting  was  adopted  original!  v 
as  an  ^TOoximate  erpression  of  the  so-called  EngePs  Law.  ur.  Kngel,  of  Berlin,  and 
GuToiri).  Wright,  oi  the  tT.  S.  Bureau  of  Labor,  were  nearly  in  agreement  in  their 
opinions  as  to  Ine  proper  divisions  of  income  into  food,  r]othing.  etc.  The  Dun  num- 
bers were  based  on  the  prices  of  some  three  hundred  and  fifty  articles,  and  inasmuch  as 
the  method  of  compiling  within  the  groups  is  not  known,  it  was  nooessary  for 
Gibson  to  proceed  along  a  gMieraltiae  of  msontngitt  Otto  to  aw^^  ' 
ftpproxima«e  reproduction. 
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which  ceased  with  the  number  for  May,  1907,  but  was 
resumed  again  in  1914.  The  Gibson  numbers  claim  to 
be  a  satisfactory  measure  of  the  rise  and  fall  of  food 
commodity  prices.  Carroll  D.  Wright,  the  first  statis- 
tician of  the  Bureau  of  Labor,  devised  the  plan  of 
recording  the  actual  and  relative  prices  of  a  long  list 
of  commodities  from  which  investigators  may  make 
such  selections  and  combinations  as  their  purposes  re- 
quire. The  devdopment  of  an  index  number  must  be 
made  with  due  x«gard  for  t^e  purpose  for  which  it  is 
to  be  used. 

Seven  index  numbers  are  available  for  the  study  of 
price  movements.  The  first  step  toward  comparing 
index  numbers  is  to  throw  them  into  similar  form 
and  establish  them  upon  a  common  base.  A  cursory 
examination  shows  that  these  seven  series,  made  by 
five  independent  organizations,  have  a  marked  family 
resemblance.  The  testimony  concerning  the  major 
facts  of  price  fluctuations,  from  these  seven  different 
sources,  is  so  unanimous  that  <me  can  searedy  doubt 
its  validity. 

In  thinking  of  index  numbers,  it  should  be  remem- 
bered that  during  the  last  twenty  years  throughout 
the  gold  standard  world,  the  general  level  of  prices 
has  been  rising,  or,  in  other  words,  the  purchasing 
power  of  gold  has  been  falling;  that  all  indications 
point  to  the  continuation  of  this  tendency  for  many 
years  to  come,  and  that  this  progressive  shrinkage  in 
the  purchasing  power  of  gold  is  a  serious  menace  to 
the  stability  of  business,  disturbing  the  normal  rela- 
tions between  those  forms  of  income  or  prices  which 
are  relatively  fixed,  such  as  interest,  rent,  salaries  and 
wages,  and  those  which  are  more  promptly  adjusted, 
such  as  the  prices  of  most  staide  commodities. 

It  is  entirely  within  the  possibilities  that  prkes  may 
rise  more  and  more  slowly  for  many  years  when  we 
shall  see  the  culmination  of  this  rising  price  epoch,  un- 
less in  the  meimtime  wonderful  new  gold  fieldsi  are  dis- 
covered. The  synthetic  chemist  and  the  electrical  engi- 
neer may  check  this  rising  tide  of  prices  in  spite  of  any 
failure  to  discover  new  gold  deposits  sufficiently  large 
to  be  effective.  The  generation  which  succeeds  in  pro- 
ducing flour  and  meal  and  sugar  cheaply,  by  a  synthetic 
process,  will  have  made  vastly  more  progress  in  world 
production  than  the  Nineteenth  Century  made  when 
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it  added  the  Mississippi  Valley  and  the  Canadian  and 
South  American  plains  to  the  wwld's  producing  areas. 

Rising  prices  are  by  no  means  an  unmixed  evil ;  for  a 
prolonged  period  of  rising  commodity  prices  energizes 
the  business  world  generally,  operates  to  the  advantage 
of  debtors  and  owners  of  production  processes  and  to  the 
disadvantage  of  creditors  generally,  of  wage  earners, 
of  salaried  persons  and  of  receivers  of  fixed  incomes; 
causes  interest  rates  to  rise,  lessens  the  severity  of 
crises  and  the  duration  of  depressions  and  stimulates 
social  reconstruction,  both  in  fact  and  in  philosophy. 

To  indicate  how  small  is  the  general  perception  of 
the  change  of  the  value  of  the  dollar,  observe  the  words 
ik  the  venerable  but  peppery  President  of  the  Ameri- 
can Federation  of  Labor  at  a  public  hearing,  April  6, 
1916,  before  the  Committee  on  Labor  of  the  House  of 
Represratatives  on  a  jo^t  resolution  to  appoint  a  Com- 
mission to  study  social  insurance.  He  said: 

"The  statement  to  which  I  took  exception  and  which  I 
now  empliMue  was  a  snhtle  blow  at  the  life  and  yitals  of  the 
trade  anioii  movement  and  trade  union  activity.  If,  as  Dr. 
Bnbinow's  charge  implies,  trade  onion  work  has  brought 
•boat  this  one  condition,  that  wages  have  not  kept  pace  with 
the  cost  of  Uvtng;  despite  trade  anion  actiTity  in  the  past 
13  yeaxs,  there  is  15  per  eent.  less  of  porehasing  xKiwer  of  the 
Bscssritiee  of  life,  Huita  tke  whole  work  of  tiie  trade  onion 
moTsmcmt  is  wmmg  and  amst  of  neeesidty  be  a  failore.  So 
turn  lam.  eoneemed,  I  will  mj  this,  that  if  I  belisTed  that 
to  be  a  fact,  I  woold  not  five  ny  time  and  my  1^  to  tcade 
onion  work,  and  I  woold  not  advise  any  man  or  woman  to 
join  a  trade  onion.  If  the  oonditionB  of  the  workers  are 
worse  than  they  were  12  years  ago,  as  I  say,  ear  eanse  has 
been  a  faaoie." 

During  the  decade  1899  to  1909,  the  general  price 
index  rose  from  99.5  to  130.0,  an  increase  of  over  30 
per  cent.  In  otiier  words,  the  commodity  price  level 
went  up  faster  than  the  money  earnings  of  labor, 
according  to  the  figures  prepared  by  the  Bureau  of 
Labor  Statistics;  and  hence  the  real  annual  returns 
for  labor  showed  a  decline,  slight  in  some  trades,  but 
large  in  others.  The  evidence,  then,  indicates  that 
all  the  entrenchments  of  organized  labor,  all  the  legis- 
lation in  favor  of  the  laboring  classes,  have  failed  to 
prevent  the  downward  trend  of  commodity  wages. 
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Irving  Fisher,  Professor  of  Political  Economy  at 
Yale,  proposed  a  plan  in  1912  for  stabilizing  prices  by 
stabilizing  the  gold  dollar,  by  means  of  index  numbers 
of  prices,  such  as  those  of  Sauerbeck,  The  Economist, 
The  British  Board  of  Trade,  tiie  United  States  Bureau 
of  Labor,  Bradslireet  or  Gibson.  He  called  this  a  "com- 
pensated d(dlar." 


To  consider  specifically  the  application  of  such  an 
index  number  to  the  wage  scale  of  a  New  York  Union 
affiliated  with  the  Building  Trades,  let  us  assume  a 
base  or  par  rate  of  wages,  arrived  at  by  mutual  agree- 
ment, say  for  instance,  $5.20,  which  was  a  rate  that 
went  into  effect  April  1, 1917.  Dun's  index  number  on 
that  date  was  190.012.  Let  us  assume  that  wages 
shall  be  readjusted  once  in  six  months.  Dun's  index 
number  for  October  1,  1917,  six  mtmths  later,  was 
219.679,  or  an  increase  in  general  commodity  prices 
of  29.667,  or  15.6  per  cent. 

On  the  authority  of  the  Bureau  of  Labor  Statistics, 
the  wage  earner  spends  three-quarters  of  his  wages  for 
food,  clothing  and  rent,  and  other  things  responding 
to  these  general  price  fluctuations;  he  would  then  set 
aside  $3.90  out  of  the  $5.20  for  subsistence.  The  index 
number  for  the  end  of  the  six  months'  period  indicates 
that  subsistence  costs  15.6  per  cent,  more;  therefore 
increase  $3.90  by  15.6  per  cent,  making  it  $4.50,  to 
which  should  be  added  the  quarter  of  the  base  rate 
not  affected  by  the  commodity  market  $1.30;  thus 
nuddng  the  readjusted  rate  $5.80,  or  a  net  advance 
over  the  base  rate  of  60  cents  per  day. 


October  1,  1917.   Dun's  Index  219.679 

April  1,  1917.   Dun's  Index  190.012 


Increase  in  6  months    29.667 

Per  cent,  increase    —  15.6 

Three-quarters  of  5.20   3.90 

Add  15.6%   607 


4.507 

Add  the  unaffected  quarter  1.30 


Beadjttsted  rate  5.807 
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The  corresponding  Bradstreet  numbers  are  14.5769 
and  16,9117;  the  difference  2.3348  shows  an  increase  in 
the  index  of  ahnost  exactly  16  per  cent.  Applying 
this  number  as  before,  the  adjusted  wage  is  $5,824, 
or  an  advance  of  sixty-two  and  four-tenths  cents  for 
the     months'  period  ^ding  October  1, 1917. 

Let  us  examine  the  rate  of  wages  of  this  same  New 
York  Union  from  the  index  number  point  of  view  over 

a  longer  period  of  time,  beginning  with  the  year  1900. 
The  rate  in  1900  was  $3.50  per  day.  The  Bradstreet 
index  for  that  year  was  7.88.  The  average  monthly 
index  for  eleven  months  of  1917  was  15,4595.  The 
difference  between  the  two  indexes  7.5795  shows  an 
increase  in  1917  of  96  per  cent.  Increasing  three- 
quarters  of  the  1900  rate  by  96  per  cent  ($2,52),  the 
corrected  rate  for  1917  would  be  $6,015,  or  in  other 
words,  the  purchasing  power  of  the  $3.50  wage  in  1900 
is  just  equal  to  the  purchasing  power  of  a  $6.00  wage 
in  1917. 

It  may  be  argued  that  a  periodic  adjustm^t  every 
six  months  would  interfere  with  contracts  in  course  of 
execution.  Let  us  admit  this  objection  and  at  the 
same  time  analyze  it.  If  no  allowance  were  made  in 
estimating  future  work  for  the  contingency  of  aii  un- 
known advance  in  the  rate  of  wages,  due  to  the  change 
in  the  index  number,  then  under  the  conditions  speci- 
fied above,  the  advance  of  60  cents  would  cost  the 
employer  3,9  per  cent.,  assuming  the  labor  to  be  35% 
of  any  given  contract;  or  2.78  per  cent.,  assuming  the 
labor  to  be  25%  of  any  given  contract. 

An  advance  in  the  rate  of  wages,  which  apparently 
increases  the  cost  to  the  ^ployer  3.9  per  cent.,  would 
be  more  than  offset  by  an  increased  labor  efficiency; 
because  the  employee,  in  time,  would  be  appreciative 
of  the  spirit  of  co-opoalicm  reflected  by  the  adoption 
and  inactice  of  a  plan  of  wage  adjustment  calculated 
to  protect  him  against  advances  in  the  cost  of  living; 
and  he  would  consciously  or  unconsciously  respond  to 
such  an  effort  at  practical  co-operation  on  the  part  of 
his  employer. 

It  may  be,  however,  that  in  the  example  cited  above, 
the  index  number  used  might  not  be  quite  accurate 
in  this  particular  application,  because  it  is  composed 
to  some  extent  of  factors  which  affect  the  cost  of 
living,  only  vaguely  and  indirectly.  This  number,  for 
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instance,  gives  the  aggregate  prices  per  pound  of  96 
different  articles;  including  not  only  all  kinds  of  food 
products,  but  also  13  metals,  11  chemicals  and  drugs, 
7  building  materials  and  also  raw  and  manufactured 
textiles,  coal  and  coke,  mineral  and  vegetable  oils, 
naval  stores  and  7  miscellaneous  articles;  but  never- 
theless it  gives  a  broad  general  indication  of  the 
changes  in  general  price  levds,  and  so  perhaps  would 
be  as  applicable  as  an  index  number  derived  from  the 
price  movem^ts  of  only  foods,  clothing,  rent  and 
fuels. 

It  may  also  be  argued  that  this  plan  of  wage  read- 
justment would  tend  to  continually  raise  wages  even 
beyond  the  critical  point  at  which  the  tendency  would 
begin  to  slow  down  the  industry.  This  objection  leads 
to  a  consideration  of  the  most  fundamental  theory  of 
wages. 

Labor  has  a  value  because  its  services  or  products 
have  a  value.  If  the  labor  is  misspent,  the  product  is 
valueless, 'wd  in  the  long  run  the  labor  will  be  equally 
so.  Labor  secures  a  r^uneration  because  it  produces 
something  for  whidi  people  are  willing  to  pay.  In 
other  words,  wages  depend  on  productivity.  The  wages 
of  the  laborer  depend  upon  the  value  of  his  labor  and 
not  upon  his  wants.  But,  wages  vary  witii  the  stand- 
ard of  life,  and  anything  which  lifts  its  standard  will 
raise  the  rate  of  wages.  The  highest  standard,  though, 
will  not  prevent  wages  from  falling  in  the  face  of  a 
decrease  in  the  demand  for  the  product  and  a  decline 
in  industrial  prosperity.  However,  anything  which 
tends  to  increase  the  productivity  of  labor  will  raise 
the  rate  of  wages.  Raising  the  rate  of  wages  in  the 
long  run  will  raise  the  standard  of  living  and  in  general 
a  higher  standard  of  living  reflexively  raises  the  pro- 
ductivity. 

Therefore  we  can  safdy  leave  this  objection  as  being 
(me  which  might  apply  equally  to  the  present  method 
or  any  other  method  of  readjustment  of  wages. 

Now  this  application  of  an  index  nurnb^  for  wage 
readjustment  is  in  reality  a  device  for  stabilizing 
wages.  The  prices  of  commodities  are  quoted  in  terms 
of  money,  but  what  is  less  often  realized  the  price  of 
money  is  quoted  in  terms  of  commodities.  If  a  jour- 
neyman electrician  two  years  ago  when  wheat  was 
*  quoted  at  $1.20  ha4  been  paid  four  bushels  of  wheat 
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The  corresponding  Bradstreet  numbers  are  14.5769 
and  16.9117 ;  the  difference  2.3348  shows  an  increase  in 
the  index  of  almost  exactly  16  per  cent.  Applying 
this  number  as  before,  the  adjusted  wage  is  $5,824, 
or  an  advance  of  sixty-two  and  four-tenths  cents  for 
the  six  months'  period  ending  October  1,  1917. 

Let  us  examine  the  rate  of  wages  of  this  same  New 
York  Vmxm  from  the  index  numtor  point  of  view  over 
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The  rate  in  1900  was  $3.50  per  day.  The  Bradstreet 
index  for  that  year  was  7.88.  The  average  monthly 
index  for  eleven  months  of  1917  was  15.4595.  The 
difference  between  the  two  indexes  7.5795  shows  an 
increase  in  1917  of  96  per  cent.  Increasing  three- 
quarters  of  the  1900  rate  by  96  per  cent.  ($2.52),  the 
corrected  rate  for  1917  would  be  $6,015,  or  in  other 
words,  the  purchasing  power  of  the  $3.50  wage  in  1900 
is  just  equal  to  the  purchasing  power  of  a  $6.00  wage 
in  1917. 

It  may  be  argued  that  a  periodic  adjustment  every 
six  months  would  interfere  with  contracts  in  course  of 
execution.  Let  us  admit  this  objection  and  at  the 
same  time  analyze  it.  If  no  allowance  were  made  in 
estimating  future  work  for  the  contingency  of  ah  un- 
known advance  in  the  rate  of  wages,  due  to  the  change 
in  the  index  number,  then  under  the  conditions  speci- 
fied above,  the  advance  of  60  cents  would  cost  the 
employer  3.9  per  cent.,  assuming  the  labor  to  be  35% 
of  any  given  contract;  or  2.78  per  cent.,  assuming  the 
labor  to  be  25%  of  any  given  contract. 

An  advance  in  the  rate  of  wages,  which  apparently 
increases  the  cost  to  the  employer  3.9  per  cent.,  would 
be  more  than  offset  by  an  increased  labor  efficiency; 
because  the  employee,  in  time,  would  be  appreciative 
of  the  spirit  of  co-operation  reflected  by  the  adoption 
and  practice  of  a  plan  of  wage  adjustment  calculated 
to  protect  him  against  advances  in  the  cost  of  living; 
and  he  would  consciously  or  unconsciously  respond  to 
such  an  effort  at  practical  cooperation  on  the  part  of 
his  employer. 

It  may  be,  however,  that  in  the  example  cited  above, 
the  index  number  used  might  not  be  quite  accurate 
in  this  particular  application,  because  it  is  composed 
to  some  extent  of  factors  which  affect  the  cost  of 
living,  only  vaguely  and  indirectly.  This  number,  for 
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instance,  gives  the  aggregate  prices  per  pound  of  96 
different  articles;  including  not  only  all  kinds  of  food 
products,  but  also  13  metals,  11  chemicals  and  drugs, 
7  building  materials  and  also  raw  and  manufactured 
textiles,  coal  and  coke,  mineral  and  vegetable  oils, 
naval  stores  and  7  miscellaneous  articles;  but  never- 
theless it  gives  a  broad  general  indication  of  the 
changes  in  general  price  levels,  and  so  perhaps  would 
be  as  applicable  as  an  index  number  derived  from  the 
price  mov^ents  of  <»ily  foods»  clothin|ir»  rent  and 
fuels. 

It  may  also  be  argued  that  this  plan  of  wage  read- 
justment would  tend  to  continually  raise  wages  even 
beyond  the  critical  point  at  which  the  tendency  would 
begin  to  slow  down  the  industry.  This  objection  leads 
to  a  consideration  of  the  most  fundamental  theory  of 
wages. 

Labor  has  a  value  because  its  services  or  products 
have  a  value.  If  the  labor  is  misspent,  the  product  is 
valueless,  and  in  the  long  run  the  labor  will  be  equally 
so.  Labor  secures  a  remuneration  because  it  produces 
something  for  which  people  are  willing  to  pay.  In 
other  words,  wages  depend  on  productivity.  The  wages 
of  the  laborer  depend  upon  the  value  of  his  labor  and 
not  upon  his  wants.  But,  wages  vary  wit^  the  stand* 
ard  of  life,  and  anything  which  lifts  its  standard  will 
raise  the  rate  of  wages.  The  highest  standard,  though, 
will  not  prevent  wages  from  falling  in  the  face  of  a 
decrease  in  the  demand  for  the  product  and  a  decline 
in  industrial  prosperity.  However,  anything  wbidi 
tends  to  increase  the  productivity  of  labor  vnll  raise 
the  rate  of  wages.  Raising  the  rate  of  wages  in  the 
long  run  will  raise  the  standard  of  living  and  in  general 
a  higher  standard  of  living  reflexively  raises  the  pro- 
ductivity. 

Therefore  we  can  safely  leave  this  objection  as  being 
one  which  might  apply  equally  to  the  present  method 
or  any  other  method  of  readjustment  of  wages. 

Now  this  application  of  an  index  number  for  wage 
readjustment  is  in  reality  a  device  for  stabilizing 
wages.  The  prices  of  commodities  are  quoted  in  terms 
of  money,  but  what  is  less  often  realized  the  price  of 
money  is  quoted  in  terms  of  commodities.  If  a  jour- 
nejrman  electrician  two  years  ago  when  wheat  was 
•  quoted  at  $1.20  had  been  paid  four  bushels  of  wheat 
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for  a  day's  labor,  he  would  have  received  the  economic 
equivalent  of  $4.80  in  money,  the  rate  then  prevailing 
in  New  York.  If,  however,  he  were  paid  4  bushels  of 
wheat  to-day  for  a  day's  labor,  he  would  get  the  eco- 
nomic equivalent  of  $8.80.  The  price  of  cpnamodities 
has  risen,  the  price  of  money  has  fallen. 

It  will  be  argued  that  Union  men  will  not  be  content 

with  a  relatively  constant  wage-position  in  the  eco- 
nomic world;  that  they  will  demand  also  an  absolute 
advance,  an  advance  beyond  the  point  indicated  by 
an  index  number.  As  long  as  the  national  wealth  tends 
to  increase  faster  than  the  population,  this  demand  on 
the  part  of  union  labor  will  be  justified  in  some  more" 
or  less  definite  ratio  to  the  increase  of  national  wealth. 
This  is  the  laboring  man's  only  way  of  participating 
in  an  increased  national  wealth,  national  surplus,  in  the 
creation  of  which  he  has  had  so  large  a  share.  The 
demand  for  an  absolute  increase  on  the  part  of  any 
particular  trade,  however,  will  be  restrained  by  force 
of  public  opinion  and  by  economic  forces,  if  such  a  de- 
mand is  out  of  step  with  the  demands  of  other  trades 
requiring  equal  or  sinular  skilL 

It  has  been  stated  tiiat  the  advance  in  wages  in  the 
electrical  trade  has  be^  absolute  instead  of  relative, 
and  the  wages  of  the  Chicago  Union  are  pointed  out 

as  an  example.  Let  us  analyze  this  case  from  the 
index  number  point  of  view.    In  1907  the  wages  in 

Chicago  in  the  electrical  trade  stood  at  $4.00  per  day. 
The  Bradstreet  index  number  for  1907  averaged  8.90. 
On  September  1,  1917,  the  index  was  16.6441,  and  the 
average  index  number  for  twelve  months  of  1917  was 
15.655. 

Applying  as  before  the  average  index  number  for 
1917  to  this  case,  we  find  that  a  $4.00  wage  in  1907 
would  be  equivalent  to  $6.28  in  1917.  If,  however,  we 
compare  the  average  index  number  for  1907  with  the 
index  number  for  September  1,  1917,  when  the'  $6.25 
wage  took  effect  in  Chicago,  we  get  a  wage  of  $6.61 
which  shows  how  conclusively  the  $6.25  wage  is  jus- 
tified and  also  that  tiiere  has  been  no  absolute  advance 
whatever. 

By  the  application  of  some  such  plan  as  the  cme 
outlmed,  there  will  result  as  a  matter  of  fact  an  abso- 
lute advance  in  wages  to  the  uniim  man,  due  to  the 
fact  tiiat  he  wHl  work  more  days  in  the  year  when  and  • 
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because  wage  disputes  are  eliminated.  This  absolute 
advance  is  not  one  in  the  economic  sense,  but  purely  in 
the  personal  sense. 

After  all,  any  discussion  of  the  wage  question,  if 
confined  to  the  rate  of  wages  per  day  is  inadequate 
md  superficiid;  the  yearly  income  is  the  only  important 
desideratum  for  a  wage  earner,  as  it  is  also  for  any 
person  whose  income  takes  any  other  form. 

There  remains  the  more  difficult  problem  of  scien- 
tifically fixing  the  base  rate  for  wages.  This  is  a 
much  more  complex  problem  than  applying  an  index 
number  to  raise  or  lov/er  the  base.  The  "Times  Ana- 
list"  has  produced  an  index  number  based  on  the 
wholesale  prices  of  food  "selected  and  arranged  to  rep- 
resent a  typical  family's  food  budget"  which  item  is 
40  per  cent,  of  the  workingman's  whole  cost  of  living. 
His  rent  may  be  placed  at  20  per  cent,  and  his  clothing 
(including  family)  15  per  cent.  It  would  probably  be 
sufficiently  correct  to  assume  any  present  wage  as  a 
base  rate ;  it  would  certainly  avoid  endless  discussions 
and  fruitless  speculations  on  the  cost  of  keeping  an 
average  family.  Probably  all  parties  concerned  would 
rather  avoid  the  question  by  artntrarily  accepting  the 
existing  rate  than  to  <areate  a  new  rate  however  scien- 
tifically devised. 

The  Bureau  of  Labor  Statistics  gives  us  an  idea  of 
the  distribution  of  expenditures  for  families  typical 
of  the  mass  of  skilled  workmen.  Based  on  2,561  fami- 
lies located  in  various  cities  in  the  country,  the  Bureau 
has  derived  the  following  results : 


reroent. 

expenditures 
for  each  purpose 

Pzofortions 
^0,000 

Rent  — 

15.05 

1506 

Food  

..  41.03 

4103 

Fuel^  

5.00 

500 

Clothing   -  

  15.31 

1531 

Lighting  « 

.90 

90 

All  other  purposes 

22.70 

2270 

100.00 

10000 

It  would  probably  suit  all  practical  requirements  to 
regard  the  wages  now  prevafiinsr  in  different  localities 
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as  the  base  irate.  At  least  this  plan  wauld  be  workable 
until  a  better  had  been  devised. 

The  U.  S.  Bureau  of  Labor  has  selected  the  years 
1900-1909  for  striking  an  average  to  serve  as  a  base, 
or  par,  for  developing  its  index  number.  Commodity 
prices  for  this  period  are  averaged  for  the  ten  years 
and  the  result  is  called  100.  If  the  average  of  com- 
modity prices  is  3  per  cent,  higher  for  1913,  the  index 
number  for  1913  is  +3  or  103.  A  base  or  par  rate  of 
wages  could  similarly  be  established  from  the  pre- 
vailing wages  during  the  same  10  years'  period  and 
in  as  many  localities  as  might  be  found  desirable. 
Wages  could  then  be  adjusted  from  this  par  periodi- 
cally by  comparing  the  index  number  corresponding 
to  i)ar  with  ihe  index  of  the  period  next  preo^iing  the 
time  sdected  for  adjustment. 

This  plan  has  the  merit  of  immediate  practicability. 
The  means  are  at  hand,  and  the  machinery  already  in 
motion  for  giving  it  a  trial;  whereas  the  alternatives 
which  have  at  various  times  he&k  suggested  for  regula- 
tion of  prices  by  Government,  for  preventing  commod- 
ity price  increases  by  the  "compensated  dollar"  having 
a  multiple  standard  of  value,  etc.,  are  not  easy  to  try 
because  they  require  legislative  action  following  a  vast 
amount  of  national  education.  Government  regula- 
tion of  prices  is  fundamentally  wrong  and  therefore 
impractical  except  in  occasional  emergencies;  the  "com- 
pensated dollar"  plan  practically  proposes  that  the 
United  States  and  probably  other  gold  standard  coun- 
tries should  cease  to  have  a  primary  money  whose 
bullion  value  is  its  monetary  value,  although  the 
scheme  is  very  ingenious  and  persuasive. 

Considering  what  a  vital  function  an  index  number 
may  be  made  to  p^orm  for  fixing  wages  equitably 
the  number  should  be  developed  and  promulgated  by 
the  U.  S.  Government,  as,  for  instuice,  are  the  crop 
reports  by  the  Department  of  Agriculture,  -and  the 
currency  circulation  reports  by  the  Comptroller  of  the 
Currency;  the  Department  of  Labor  has  for  some 
years  developed  and  published  an  index  number  which 
might  serve  every  purpose  required  by  the  plan  here 
outlined. 

While  it  is  believed  this  application  of  an  index  num- 
ber to  wages  is  a  novel  idea,  yet  something  akin  to  it 
was  described  by  Sir  Stephenson  Kent,  head  of  the 
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Special  Mission  of  the  British  Mimiticms  Ministry,  at 
a  recent  dinner  in  New  York,  where  he  was  a  principal 
speaker.  He  said  that  a  Government  Committee  on 
Production  was  set  up,  whose  function  it  was  to  ascer- 
tain what,  if  any,  the  increased  cost  of  living  amounted 
to  and  to  issue  a  national  award  in  regard  to  that 
labor  whose  wage  had  been  fixed,  so  as  to  meet  the 
increase  in  the  necessities  of  life  which  that  labor 
might  find.  This  committee  meets  three  times  a  year 
and  has  the  necessary  statistics  laid  before  it,  receives 
representations  from  trade  unions  and  from  any  one 
else  who  has  a  voice  or  should  have  a  voice  in  the 
matter,  investigates  the  case  very  carefully,  then  gives 
instructions  that  this  labor  should  receive  so  much 
extra  per  week  to  meet  the  increased  cost.  This  award 
is  paid  by  the  employer  and  is  recoverable  by  the 
employer  from  the  state.   It  is  the  state's  charge. 

This  is  admittedly  a  war  measure,  inexact,  d^>end- 
ent  on  a  board^s  arbitrary  administration,  and,  as  Sir 
Stephenson  said»  tiie  bonus  was  determined  by  the 
advancing  cost  of  provisions  alone»  no  account  being 
taken  of  the  many  other  commodities  entering  into 
the  cost  of  living,  or  the  general  depreciation  of  the 
pound  sterling.  This  plan,  of  course,  would  not  work 
on  a  declining  market  or  with  the  pound  increasing  in 
purchasing  power. 


."Economic,  political  and  ethical  forces  are  conspir- 
ing to  bring  about  progress  by  raising  the  social  level. 
hi  ordinary  business  life  this  means  the  gradual  but 
1  clearly  discernible  elevation  of  the  standard  of  com- 

mercial morality.  So  far  as  poverty  is  concerned  it 
means  the  lifting  of  the  standiurd  of  life  of  the  laborer 
and  the  setting  of  an  irreducible  minimum,  below  which 
national  production  is  not  worth  having.  Practically 
ti^is  process  assumes  the  varied  forms  of  trade  union 
activity,  of  education  of  the  unskilled,  of  factory  legis- 
lation, of  social  insurance,  of  workmen's  compensation, 
of  improved  housing,  of  trade  agreements,  of  control 
of  monopoly,  and  above  all,  of  the  curtailment  of  spe- 
cial privileges.  The  process  is  a  slow  one,  because  it 
is  an  arduous  task  to  make  the  successful  and  self- 
satisfied  business  man  realize  that  the  true  ultimate 
interests  of  his  class  are  associated  with  the  increased 
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consumption  that  can  come  only  from  the  higher 
standard  of  life  of  the  mass  of  producers.  It  is  in 
the  last  instance  public  opinion  which  in  a  democracy 
can  protect  the  well-intentioned  and  long-sighted  em- 
ployer from  the  unfair  competition  of  his  uiL^rupulous 
and  selfish  rivals." 
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Charts  and  Tables 


Chart  No.  1  is  intended  to  show  graphically  the  course 
of  commodity  prices  according  to  Dun's  Review  from 
1890  to  1917. 

Chart  No,  2  shows  similarly  the  course  of  commodity 

> 

prices  according  to  Bradstreet's  for  the  same  period. 

Chart  No.  3  shows  in  similar  manner  the  course  of 

commodity  prices  according  to  Gibson  for  the  same 
period. 

Chart  No.  4  shows  the  course  of  commodity  prices  ac- 
cording to  Dun,  Bradstreet,  Gibson  and  the  Department 
of  Labor,  but  first  having  been  reduced  to  a  common 
base. 

Chart  No.  6  shows  the  course  of  commodity  prices 

according  to  the  Bureau  of  Labor  Statistics. 

In  Chart  No.  7,  the  solid  line  shows  the  course  of  wages 

of  the  New  York  Electrical  Workers  Union  from  1900 
to  1917.  The  dotted  lines  show  what  the  rates  of  wages 
would  have  been  if  the  plan  described  in  the  text  had  been 
put  into  operation  in  1900. 

The  table  on  page  29  gives  the  aven^  yearly  index 
numbers  according  to  Dun,  Gibson,  Bradstreet  and  the 
Department  of  Labor  from  1890  to  1917. 

Line  29  gives  the  sums  of  each  of  the  columns.  Line 
30  shows  the  average-  Line  31  gives  the  base  figure  se- 
lected, that  is,  the  year  1916  for  each  index  number.  This 
index  number  for  1916  is  then  called  100.  The  actual 
index  number  for  1916  divided  into  100  yields  as  a  quotient 
a  number  which  used  as  a  multiplier  will  reduce  all  of  the 
index  numbers  in  that  a)lumn  to  a  ccmunon  base,  for 
comparison. 
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When  these  numbers  are  so  reduced  their  averages  for 
28  years  are  found  to  be:  Dun  71.08,  Gibson  69.9,  Brad- 
street  71.13,  and  the  Dept.  of  Labor  69.7.  When  it  is 
remembered  that  these  four  different  index  numbers  are 
derived  from  350,  22,  106  and  297  commodities  respec- 
tively and  by  different  methods,  their  similarity  when 
reduced  to  a  common  base  is  striking;  the  difference  be- 
tween highest  average  and  lowest  average  being  1.43. 

The  year  1916  has  been  selected  for  the  common  base 

year,  because  it  was  selected  by  the  Bureau  of  Labor 
Statistics. 

Department  of  Labor  Bulletin  No.  226,  issued  in  De- 
cember, 1917,  states  that  the  base  period  from  which 
price  changes  are  measured  has  been  shifted  to  the  last 
completed  year,  1916.  This  change  of  base  period  per- 
mits of  the  use  of  the  latest  and  most  trustworthy  infor- 
mation as  the  standard  for  measuring  price  changes,  and 
also  allows  whenever  desirable  the  addition  of  new  arti- 
cles in  a  satisfactory  manner  to  those  previously  included 
in  the  index  number. 
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DUN 

GIBS(m 

BRAOSTRKBT 

DSPT.  LABOR 

YEAR 

Index 
No. 

Adjust- 
ed 

Index 
No. 

Adjust- 
ed 

Index 
No. 

Adjust- 
ed 

Index 

No. 

Adjust- 
ed 

1 

2 
3 
4 
5 

1890 
1891 
1892 
1893 
1894 

90.9 
92.2 
90.0 
92.4 
84.7 

61.08 
61.95 
60.48 
62.09 
56.91 

43.4 
50.9 
45.3 
46.0 
43.4 

57.83 
67.69 
60.25 
61.18 
57.83 

* 
* 

7.78 
7.53 
6.68 

65.81 
63.70 
56.51 

66 
66 
61 
63 
56 

66 
66 
61 
63 
56 

6 
7 
8 
9 
10 

1895 
18% 
1897 
1898 
1899 

81.3 
76.0 
74.0 
78.9 
82.8 

54.63 
51.07 
49.72 
53.02 
55.64 

42.0 
34.0 
37.7 
38.7 
41.6 

55.86 
45.22 
50.14 
51.47 
55.32 

6.43 
5.91 
6.12 
6.57 
7.21 

54.39 
50.00 
51.77 
55.58 
60.99 

57 
54 
54 
56 
60 

57 
54 
54 
56 
60 

11 
12 
13 
14 
15 

1900 
1901 
1902 
1903 
1904 

93.4 
95.9 

100.4 
99.0 

100.2 

62.76 
64.44 
67.46 

66.52 
67.33 

44.2 
44.5 
53.5 
49.0 
48.3 

58.78 
59.18 
71.15 
65.17 
64.24 

7.88 
7.57 
7.88 
7.94 
7.92 

66.66 
64.04 
66.66 
67.17 
67.00 

65 
64 
69 
69 
70 

65 
64 
69 
69 
70 

16 
17 
18 
19 
20 

1905 
1906 
1907 
1908 
1909 

100.6 
105.3 
111.8 
109.9 
.  117.8 

67.60 
70.76 
75.13 
73.85 
79.16 

47.2 
49.8 
50.9 
54.2 
59.2 

62.77 
66.23 
67 .69 
72.08 
78.73 

8.10 
8.42 
8.90 
8.01 
8.52 

68.52 
71.23 
75.29 
67.76 
73.08 

69 
72 
76 
74 
79 

69 
72 
76 
74 
79 

21 
22 
23 
24 
25 

1910 
1911 
1912 
1913 
1914 

119.2 
116.8 
124.4 
120.9 
122.2 

80.10 
78.49 
83.59 
81.24 
83.11 

59.3 
56.9 
62.6 
58.1 
60.8 

78.87 
75.67 
83.25 
77.27 
80.86 

8.99 
8.71 
9.19 
9.21 
9.72 

76.05 
73.68 
77.74 
77.91 
82.23 

81 
77 
82 
81 
80 

81 
77 
82 
81 
80 

26 
27 
28 

1915 
1916 
1917 

126.4 
148.8 
204.1 

84.94 
100.00 
137.15 

64.0 
74.9 
110.8 

85.12 
100. OO 
147.36 

9.85 
11.82 
15.64 

83.33 
100.00 
132.31 

81 
100 

t 

81 
100 

29 

Sum 

2960.3 

1990.22 

1471.2 

1957.21 

218. 5(] 

1849.41 

1882 

1882 

30 

Average. . . 

105.; 

71 .08 

52.5 

;  69.S 

8.4C 

1  71.13 

69.7 

69.7 

31 

jsase,  1916 

148.f 

74. « 

11.82 

\ 

100 

32 

jMultiplier 

.672 

1.3: 

8.4( 

1.00 

*No  numbers  recorded. 
fNot  yet  published. 


